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SUBJECT: CABINET AGREES ON NEW GUIDELINES FOR CORPORATE 
INCOME TAX REFORM 

1. ON SEPTEMBER 19, THE CABINET DECIDED TO SUBMIT TO THE 
LEGISLATURE SOME TIME IN OCTOBER A BILL TO REVISE THE 
PRESENT CORPORATE TAX LAW. THE PROPOSED SCHEME WILL 
PROVIDE FOR A SPLIT TAX RATE OF 56 PERCENT ON RETAINED 
EARNINGS AND OF 36 PERCENT ON DISTRIBUTED PROFITS. A TAX 
CREDIT WILL BE PROVIDED FOR SHAREHOLDERS (INDIVIDUAL AND 
CORPORATE) IN THE AMOUNT OF TAXES ALREADY PAID BY THE 
CORPORATION. PREFERENTIAL TAXATION OF SAVINGS BANKS AND 
CREDIT COOPERATIVES IS TO BE CURTAILED (THE PROPOSED 
NEW RATE: 46 PERCENT). 

2. THE CABINET ONCE AGAIN REAFFIRMED THAT CORPORATE TAX 
REFORM WILL BE LINKED TO A CAPITAL FORMATION SCHEME FOR 
WORKERS. HOWEVER, DETAILS OF THIS SCHEME HAVE NOT BEEN 
WORKED OUT AS YET, AND THE DATE OF SUBMISSION OF A BILL 
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3. IN A SUBSEQUENT PRESS CONFERENCE, GOVERNMENT SPOKES- 
MAN GRUENEWALD SUGGESTED THAT THE NEW CORPORATE TAX CON- 
CEPT WOULD ENTAIL REVENUE LOSSES VERY ROUGHLY ESTIMATED 
AT DM 0.5 BILLION (COMBINED EFFECT OF NEW TAX CREDIT AND 
HIGHER RATES WOULD REDUCE YIELD BY DM 1 BILLION; CURTAIL- 
MENT OF PREFERENCES WOULD INCREASE YIELD BY DM 0.5 
BILLION). 

4. GRUENEWALD ALSO IMPLIED THAT THE TARGET DATE FOR EN- 
ACTMENT OF THE CORPORATE TAX REFORM/CAPITAL FORMATION 
PACKAGE IS JANUARY 1, 1976. 
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